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The purpose of the agricultural services programis,
by way of response to the opportunities and
chall enges presented by the country's increasing
econom ¢ liberalization, to boost the efficiency of
production in the agricultural and agroindustrial
sector. Specific objectives are: (i) to increase
the productivity of the factors of production on
farms and in agribusiness; (ii) to raise the net
income of agroindustrial conpanies and snall and
medi um si zed rural producers; (iii) to neet marketing
standards (health and quality) required for foreign
mar kets which demand higher standards for aninal
products; and (iv) to increase access to new markets
by enphasizing products that have a |arger value-
added conponent.

In pursuit of these objectives, the program includes
the foll owi ng subprograns and comnponents:

1. Subprogram for t echnol ogy devel opnent and

transfer (US$22.0 million)

This subprogram will contribute to the technol ogi cal
transformation of t he chain of agricul tural
production through investment in:
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Strategic projects (US$11.85 million). Thi s
conponent will contribute to fi nanci ng
11 projects designed to pronote technol ogical
devel opnent. Priority has been assigned to these
projects based on the strategic areas identified
in the mediumterm indicative plan (Plan
Indicativo de Mediano Plazo) prepared by the
Nat i onal Institute of Agricultural Researc h
(I'nstituto Naci onal de I nvesti gaci ones
Agropecuarias, or INA). The plan analyzes
trends and possible future scenarios for the
agricultural, Ilivestock, ranching, and forestry
ar eas.

Applied research projects (US$5.21 mllion).
This conmponent will contribute to financing
adaptive research projects submitted directly by
potential beneficiaries or through specialized
or gani zat i ons. Funds will be allocated on a
conpetitive basis in response to demand by
producers and pursuant to the program s operating
regul ati ons.

Technol ogy transfer (US$4.93 nillion). Thi s
conponent will reinforce mechani sns t hat
articul ate technol ogy supply and demand. Funds
will be allocated on a conpetitive basis, in
response to direct demand from producers (an
effort will be nmade to locate such denand),
pr oducer or gani zat i ons, and agroi ndustri al
conpani es. Three subcomponents will further the
pur pose: (i) technology testing; (ii) profes-
si onal trai ni ng; and (iii) dissem nation of
t echnol ogi es.

Subprogram for animal health and food safety
(US$12.15 mllion)

This subprogram will reinforce the ability of the
public and private sectors to ensure that aninal
foods and products conmply, in ternms of health and
hygi ene, with both regional standards (MERCOSUR) and
i nternati onal standards. The subprogram will fund
the followi ng activities:

a.

Bor der protection and heal th barriers
(US$860, 000). This conponent will contribute to
noderni zing control systems to prevent exotic
di seases that pose a threat to the country's
livestock fromentering the country.

Support laboratory (US$3.07 nmillion). Thi s
conponent will make it possible for t he
government's |aboratory to avail itself of new
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anal ytical techniques that are needed to neet the
demands of the market.

C. Hygiene/health controls on animal foods and
products (US$1.55 million). This conponent will
i nprove the sanitary and technical control and
regul ati on of conpanies that process and narket
ani mal foods and products, and it will contribute
to the gradual inplenmentation of the HACCP
(hazard analysis critical control points) system
in the agroindustrial arena.

d. Epi deni ol ogi cal surveill ance of primary
production, and response to exotic diseases
(US$2.79 million). This conponent will support
active epidem ol ogi cal surveillance of the aninma
popul ati on so that Uruguay can attain recognition
as a country free of the diseases on the A li st
of the Ofice international des épizooties (OE)
and control and eradication of diseases on the
B list.

€. Institutional devel opnent (US$3.88 mllion).
This conponent wll bolster the ability of the
General Ofice of Livestock Services (D reccidn
Ceneral de Servicios Ganaderos, or DGSG to
respond to new animal health requirenments in
i nternational nmarkets, and to adapt food hygiene
and health controls accordingly (using primarily
t he HACCP net hodol ogy) .

3. Regional fund for agricul tural t echnol ogy
(US$4.5 mllion)

This subprogram funds the contribution Uruguay is
conmtted to making to the Regional Fund for
Agricul tural Technol ogy (FONTAGRO, which the Bank's
menber states created to provide support for the
sector's technol ogi cal devel opment. The mechani sm of
contributing to the Fund through operations like this
one was approved by the Bank's Board of Executive
Directors on February 25, 1997 (docunment GN-1965,
par agraph 4. 3-iv).
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SOC AL AND
ENVI RONMENTAL
REVI EW

BENEFI TS

Rl SKS

The environmental review was approved by CESI. It
found that the program offers good opportunities to
i npprove the environnent and preserve natura
resources. The negative inpact could be managed by
i ntroduci ng t he mtigating measur es and an
envi ronment al managenent and nonitoring program The
t echnol ogi cal packages pronpbte conservation  of
natural resources, and environnmental considerations
wi Il be taken into account when selecting projects in
appl i ed research and technol ogy validation

By supporting the agricultural sector's technol ogica

devel opnent , t he program wil | significantly
contribute to making the sector's main products nore
conpetitive. Thus it wll help (i) to increase

production and exports; (ii) to raise the incone of
agricultural producers and owners; (iii) to create
jobs in the production, processing, and nmarketing
links of the agricultural production chain; and
(iv) to generate greater tax revenues and currency
for the whole econony. Society at large wll
benefit, since the results of research are public
goods and cannot be appropriated exclusively by any
sector.

The nmain benefits of the proposed investments in
animal health and food safety are: (i) maintaining
Uruguay's neat exports to its principal foreign
mar ket s; (ii) reducing livestock losses due to
parasites; (iii) reducing processing |osses through
i nproved health practices; (iv) inmproving the health
standards of export products, with a consequent rise
in prices; and (v) inproving the hygiene/health
standards of products for the donestic market.

1. Risks in t he subprogram for t echnol ogy
devel opnent and transfer

The main risks here are related to: (i) insufficient
demand for new technologies on the part of the
agricultural and agroindustrial sector, and (ii) a
lack of wllingness to contribute to financing
technol ogy devel opnent and transfer. These risks are
mtigated by the fact that the sector's producers and
owner s have shown strong i nt erest in new
technol ogies, which they hope wll inprove their
efficiency and their ability to conpete i n MERCOSUR

2. Rsks in the subprogram for animal health and
food safety

The main risk is that export firns will be slow to
adopt the HACCP system or other proposed neasures
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The economic inportance of the country's meat exports
and the interest people in the business have shown in
i mpl enenting HACCP make this a mninmal risk. (Five
cold storage plants are already in operation).

3. Lack of inter-agency coordination

Vari ous coordination problens could nmake it difficult
to run the program efficiently. The proposed
execution machi nery and t he i ncl usi on of
i nstitutional strengthening seek to solve this
probl em by i nprovi ng inter -agency coordi nati on

The proposed programis conpatible with the strategic
appr oaches whi ch the Bank and the country have agreed
on. It seeks to make the agricultural sector nore
conpetitive in a time of globalization of markets and
growing liberalization of the Uruguayan econony. The
program has been designed to respond to the
opportunities and chall enges that the sector faces in
nmovi ng toward full participation in MERCOSUR

Pur suant to the Ei ghth Replenishnent document
(AB-1704), it has been determ ned that the proposed
program does not focus on poor sectors, either
geographically or in terns of beneficiaries, and that
it does not specifically address wonen's probl ens.

No exceptions to Bank policy are invol ved.

The Bank's current policy will be followed for the
procurenment of good and services to be financed out
of the program Where Bank funds are used

i nternational conpetitive bidding will be obligatory
for procurement of US$350,000 or nore, and for
consulting contracts of US$200,000 or nore. The Bank
will do ex post supervision of consulting services
that cost |ess than US$20, 000 (or the equival ent) for
i ndi vi dual consultants  or US$50, 000  (or t he
equi val ent) for consulting firmns.

1. Preconditions for initial program disbursenents:

(a) evidence t hat t he program s centra
coordinating wunit has been set up and is
functi oni ng properly (paragraph 3.33), and

(b) provision of the annual operating plan (AOP)
for the first year, plus an initial report on the
monitoring indicators with an updating of the
| ogi cal framework (Annex I1-1, paragraph 3.34).

2. Preconditions for disbursenents related to the
subprogram for t echnol ogy devel opnent and
transfer: (c) agreenent on subprogram s
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execution si gned by MZAP and INIA
(paragraph 3.35); (d) evidence t hat INLA' s
coordinating wunit has been set up and is
functi oni ng properly (paragraph 3.36); and

(e) subprogramis operating regulations in effect
(paragraph 3.37).

Preconditions for disbursenents related to the
subprogram for animal health and food protection

(f) evidence that the DGSG s coordinating unit
has been set up and is functioning properly
(paragraph 3.38); (g) evidence t hat an
i nternational consulting firm has been chosen to
study the institutional and financial inpact of
i mpl enenting the HACCP ani mal products inspection
system ( paragraph 3.39).

Qther contractual conditions: (h) Ten nonths
into the program the second year's ACP should
i ncorporate Bank-approved recomendations based
on the above-nentioned study of the HACCP

system s inpact. Sone di sbursenents related to
the subprogram for aninal health and food
protection will be contingent on inplenmentation

of t hese recomrendat i ons (par agraph 3.40);
(i) annual AOPs nust be submitted (paragraph
3.41); (j) during the programis period of
execution an annual report audited by an
i ndependent firm of public accountants and
covering the performance of the applied research
and t echnol ogy transfer proj ects of t he
subprogram for t echnol ogy devel opnent and
transfer will be submitted (paragraph 3.42); and
(k) also included in the loan contract wll be
provi si ons for an i n-progress eval uation
(paragraph 3.44), audit (paragraph 3.46), and
recognition of expenditures (paragraph 3.49).



